Historic,  archived  document 


Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices. 


r 


./ 

/ 

/ 


i 


YOUR  BEPORTSR  AT  WASHIl'JGTON.  Thursday,  January  2,  1929. 

Cooperation  Interview  16:     Steps  in  the  Organization  of  A  Cooperative 

Association . 

Speaking;  Time:     9  Minutes.  Hot  For  Publicetion 

AI\[IJOlIMC]iI,ai]l\iT;    V/ell,  it  looks  as  if  a  lot  of  farmers'  cooperative  associations 
may  "be  lomed  this  year.    Big  things  seem  to  he  getting  under  way  in  co-op 
marketing,    For  that  reason,  we  asked  your  farm  reporter  at  vJashington  to  get 
The  Federal  Farm  Board  to  outline  to  us  just  what  are  the  steps  in  the 

organisation  of  a  cooperative  association    Well,  Mr.  Reporter,  step 

on  it  
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"l^nat  are  the  steps  to  take  to  orgajiize  a  co-op?" 

That  is  Just  what  I  asked  Mr.  Hutzel  Metzger,  assistant  chief  of  the 
division  of  cooperative  marketing  of  the  Federal  Farm  Board. 

As  I.Ir.  Metzger  explains  it,  the  first  ste-p  in  organizing  a  co-op  is 
not  a  step  at  all;  it  is  a  'look  oefore  you  leap.'    Before  rusliing  into  the 
organization  of  a  farmers'  association,  ho  pointed  out  it  is  best  to  look 
around  and  see  if  there  are  any  services  a  co-op  could  perform  that  are  not 
being  performed  already  "by  some  other  market  agency  in  the  field.  Just 
"because  farmers  over  in  the  next  county    have  organized  is  no  proof  that 
conditions  in  your  neighborhood  demand  a  co-op. 

But,  in  case  you  do  find  a  real  need  that  a  co-op  can  fill,  the  next 
thing  I,ir.  I.ietzger  advises  you  to  find  out  is  how  much  volume  it  will  take 
for  an  association  to  operate  efficiently  and  keep  the  costs  down  low  enough 
to  compete  with  other  marketing  agencies  now  handling  the  stuff  in  your 
territory. 

Once  you  know  how  much  your  co-op  v/ill  need,  the  next  question  to 
ask  yourself  is:  "Is  it  here?"    Is  there  big  enough  volune  of  the  commodity 
available  in  your  territory?    You  can't  decide  that  merely  on  gas  station 
gossip.     To  answer  that  question,  you  will  need  to  raalie  a  survey  of  your 
territory,  Mr.  Metzger  suggests,  to  find  not  only  v/hether  there  is  actually 
enough  produced  around  about  to  supply  the  needed  volume,  but  whether  there 
are  eno^'ogh  people  interested  in  an  association  to  assure  your  co-op  getting 
that  needed  volume. 

It  is  pretty  poor  practice,  Mr.  Metzger  says,  to  start  a  co-op  and 
figure  that  the  vol-ume  v/ill  come,  after  your  organization  gets  under  way. 
That,  he  suggests,  is  like  a  v/oman  marrying  a  man  to  reform  him.    More  often 
than  not,  it  doesn't  work  that  vifay. 
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It  is  also  a  good  idea  to  consider  that  your  organization  probably 
won't  .get  all  the  vol\ame  in  its  territory.    The  other  fellow  will  get  a 
share.    The  other  aiarketing  agencies  now  handling  that  commodity  will 
probably  continue  to  hold  some  of  the  business. 

But,  if  you  have  made  a  careful  survey,  and  find  enough  volume  can 
probably  be  obtained  by  your  organization,  you  are  ready  to  consider  the  actual 
f» rgani zat i on  of  your  co-op. 

Mr.  Metzger  points  out  that  the  co-op  should  always  be  incorporated. 
Most  states  have  a  special  cooperative  marketing  law  and  in  such  cases, 
your  association  should  be  incorporated  under  that  law. 

But  before  proceeding  to  the  incorporation,  you  will  want  to  decide 
whether  it  shall  be  a  stock  association  or  a  non-stock  association.  Many 
farmers  have  heretofore  favored  the  non-stock,  non-profit  type  of  organiza- 
tion.   However,  Mr.  Metzger  says  there  is  no  objection  to  a  stock  associa- 
tion, so  long  as  the  control  is  kept  in  the  hands  of  the  farmers,  either 
by  sticking  to  the  one-member- one- vote  plan  or  the  limited- dividend  principle. 

In  fact,  he  holds  that  the  stock  company  form  of  organization  has  some 
decided  advantages,  especially  in  the  first  financing  of  the  co-op.  Of 
course,  that  is  not  so  important  v/ith  a  local  live-stock  shipping  association 
or  other  organization  where  very  little  equipment  is  needed  to  start  v;ith. 
But  v;here  equipment  must  be  bought  or  a  plant  built  considerable  money  is 
needed  to  get  the  co-op  going.     In  such  a  case,  the  stock  form  of  organization 
is  better  adapted.     The  capital  needed  can  be  raised  by  sale  of  stock  to  the 
members. 

The  stock  may  be  either  paid  for  in  full,  or  may  be  sold  on  the  part 
payment  plan.     That  is,  the  member  may  be  allowed  to  pay  part  down  and  the 
balance  may  be  paid  by  deductions  from  sales  of  the  member's  product  later 
sold  through  the  association.     That,  too,  depends  a  lot  on  the  kind  of  product 
being  ha,ndled  and  local  conditions  among  the  farmers. 

Mr,  Metzger  also  suggests  that  the  articles  of  incorporation  should 
be  made  broad  enough  to  let  the  co-op  perform  any  of  the  services  it  will  be 
likely  to  want  to  perform.    The  by-laws  should  bo  so  drawn  that  the  associa- 
tion is  absolutely  under  the  control  of  the  producing  members  yet  delegate 
enough  power  to  the  Board  of  Directors  &nd  the  Executive  Committee  for  the 
efficient  conduct  of  the  business. 

 -»  Well,  you  see  there  are  a  good  many  fine  points  about  starting 

a  co-op,     I  was  afraid  mentioning  these  things  might  scare  some  of  my 
friends  who  have  been  thinking  about  organizing,  until  Mr.  Metzger  told  me 
that  you  can  get  help  from  the  local  and  State  extension  services  and  from 
the  division  of  cooperative  marketing,  of  the  Federal  Farm  Board.     They  will 
help  in  making  surveys  and  in  drawing  up  the  by-laws  and  articles  of  in- 
corporation and  seeing  that  the  association  is  so  organized  it  meets  the 
requirements  of  the  Capper- Volstead  Law,  so  as  to  be  able  to  qualify  for 
loans  frora  the  Federal  Farm.  Board,  if  need  be. 
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One  of  the  big  reasons  many  co-ops  have  gone  on  the  rocks  is  because 
they  have  been  organized  on  the  fair-weather  idea.     They  had  enough  capital 
to  run  as  long  as  things  went  along  smoothly,  but  they  were  not  prepared  for 
rough  weather, 

Mr,  Metzger  points  out  that  in  associations  where  a  sales  commission 
is  charged  by  the  co-op  or  where  there  are  any  service  charges,  they  should 
not  only  be  big  enough  to  take  care  of  the  current  expenses,  but  they  should 
also  provide  for  setting  aside  a  substantial  reserve  to  take  care  of  any 
contingency  njhich  might  arise. 

However,  after  you  have  provided  for  these  things  and  incorporated 
your  association,  you  are  ready  to  go  out  and  sign  up  members.  The 
association  may  or  may  not  have  a  contract  with  the  member;  but  the  general 
opinion  seems  to  be  that  some  sort  of  contract  is  desirable.     In  most  cases, 
it  seems  that  the  contract  should  be  continuous,  with  the  member  given  the 
right  of  withdrawal  at  a  certain  time  each  year. 

The  original  incorporators  ordinarily  constitute  the  first  board  of 
directors  and  serve  until  new  directors  are  elected.     In  addition  to  securing 
enougti  members  to  provide  the  volume  of  business  needed,  one  of  the  first 
and  most  iniportant  duties  before  the  co-op  directors  is  to  select  a  caioable 
manager, 

****** 

AMO IMC S/IEITT ;     Your  farm  reporter  at  Washington  has  reported  to  you  the 
steps  in  the  organization  of  a  cooperative  association  as  outlined  to  him 
by  Mr,  Hutzel  Metzger,  assistant  chief  of  the  division  of  cooperative 
marketing  of  the  Federal  Farm  Board,     This  talk  is  one  of  a  series  presented 

by  Station   in  cooperation  with  the  Federal  Farm  Board  and  the  United 

States  Department  of  Agriculture. 
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Apparently  Psycholory  and  habit  have  played  a  part  in  determining  the  "big 
markets  for  our  products.    Wisconsin  offers  another  example.    It  is  one  of  the  im- 
portant "butter-prod-ujcing  states.    Yet  it  contributes  only  about  7  per  cent  of  the 
total  butter  shipped  to  ITew  York.    Most  of  the  Wisconsin  butter  goes  to  Chicago. 
Wisconsin  dairy  folks  have  always  considered  Chicago  as  their  market. 

Of  course  there  are  good  reasons  for  this.     Chicago  is  convenient  to  Wisconsin. 
And  Wisconsin  is  a  convenient  place  for  Chicago  wholesalers  to  buy  butter.  Incident- 
ally, that  suggests  one  good  reason  why  New  York  has  been  a  better  market  than 
Chicago  for  several  middle- we  stern  states. 

Let's  examine  a  few  figures.    Take  four  big  butter  markets — New  York,  Chicago, 
Philadelphia  and  Boston.    Minnesota  has  built  up  a  good  market  for  its  product  at 
each  one — the  distribution  is  fairly  even.     In  round  numbers  45  million  pounds 
went  to  New  York  in  1928,  50  million  pounds  went  to  Chicago,  54  million  pounds  to 
Philadelphia,  and  34  million  pounds  to  Boston. 

Iowa,  on  the  other  hand,  shipped  69  million  pounds  to  Nev^  York,  40  million 
to  Chicago  and  only  5  million  pnd  4  million  pounds  to  Philadelphia  and  Boston, 
respectively.    More  than  half  of  the  Iowa  butter  received  at  these  four  markets 
went  to  New  York. 

As  to  Wisconsin  butter,  58  million  pounds  went  to  Chicago,  15  million  pounds 
to  New  York,  3  million  pounds  to  Philadelphia  and  2  million  pounds  to  Boston. 

If  you  will  look  over  tlie  figures  in  the  sujimaries  of  dairy  statistics  issued, 
by  the  Bureau  of  .'•.:,ri cultural  Economics,  you'll  find  all  sorts  of  interesting 
questions  to  thinV  about.    And  they  are  not  only  interesting,  they're  very  import- 
ant questions.    Nowadays,  where  our  products  are  marketed  and  how  they  are  marketed 
are  matters  of  vital  importance.     They  affect  our  net  income  to  an  extent  that  many 
of  us  probably  don't  realize.    And  so,  as  Mr.  Davis  pointed  out,  it  becomes  in- 
creasingly necessary  for  producers— including  dairy  farmers,  creamerymen,  and  other 
dairy  manufacturers — to  keep  up-to-date  on  what's  happening. 

Ana  there  new  markets  to  be  developed?    Minnesota  producers  haTre  successfully 
done  that.    Are  there  opportunities  in  the  older  markets  for  high-quality  products? 
Iowa  producers  grasped  the  opportunity  opened  on  the  New  York  market  when  Minnesota 
began  to  develop  other  outlets.    There  are  countless  instances  of  this  kind.  On 
the  Pacific  coast,  and  in  many  sections  of  the  South — growing  dairy  regions — pro- 
ducers are  confronting  problems  of  this  kind. 

Let's  take  a  little  different  case.    Distance  doesn't  mean  so  much  any  more. 
For  instance,  consider  the  long-distance  shipping  of  cream.     This  dirvolopmont  has 
brought  a  big  change.    The  figures  for  1928  show  that  Iowa  shipped  more  than  23,000 
cans(lO  galls  each)  of  cream  to  New  York  and  adjoining  markets.     Wisconsin  shipped 
more  than  15,000  cans,  Minnesota  and  Ohio  more  than  11,000,  Indiana  and  Tennessee 
more  than  7,000. 

This  means  that  producers  in  the  eastern  states,  in  the  New  York  territory, 
have  to  meet  strong  outside  cocipetition.     They  want  to  know  how  much  cream  is 
coming  in  from  the  middle  west,  and  where  it  is  coming  from. 

So  there  is  a  growing  demand  all  over  the  country  for  the  timely  information 
that  the  Bureau  of  Agricultural  Economics  furnishes  in  its  market  news  services. 
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On  the  Pacific  coast  a  new  weekly  production  report  has  recently  "been  undertaken 
which,  v/ill  show  the  trend  of  dairy  production  in  the  seven  Pacific  coast  states. 
Pacific  coast  cities  are  now  having  to  reach  out  over  a  wider  territory  for  their 
supply  of  "butter.     These  weekly  reports  will  enahle  "both  the  "buyer  on  the  coast, 
and  producer  in  Montana  or  Idaho,  to  keep  in  close  touch  with  the  state  of  demand 
and  supply.     They  will  ena"ble  the  creameryman  to  regulate  and  direct  his  marketing. 
And,  as  the  creaTierAonan  there  is  the  marketing  agency  for  the  farmer,  it  helps 
the  individ-ual  dairj-Tncn, 

iMOUlTCSl'ElTT:     YOUR  FARIvI  REPORTER  has  just  told  you  a"bout  his  interview  with  Mr. 
L,  M.  Davis,  of  the  Department  of  Agriculture,  on  changes  in  marketing  of  dairy 
products,    He*ll  "be  "back  next  Friday  at  this  time,  with  an  interview  on  the  questior 
"Environraent  vs  Heredity,"  as  it  affects  the  dairy  business. 
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